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(b) An agency must make the deter-
mination to pay a recruitment incen-
tive before the prospective employee
enters on duty in the position for
which recruited.

§575.109 Payment of recruitment in-
centives.

(@) An authorized agency official
must establish the criteria for deter-
mining the amount of a recruitment
incentive. An agency may pay a re-
cruitment incentive-(1) As an initial
lump-sum payment at the commence-
ment of the service period required by
the service agreement or before the
start of the service period, as author-
ized by paragraph (d) of this section;

(2) In installments throughout the
service period required by the service
agreement;

B) As a final lump-sum payment
upon the completion of the full service
period required by the service agree-
ment; or

(4) In a combination of these pay-
ment methods.

(b)(1) Except as provided in para-
graph (c) of this section, the total
amount of recruitment incentive pay-
ments paid to an employee in a service
period may not exceed 25 percent of the
annual rate of basic pay of the em-
ployee at the beginning of the service
period multiplied by the number of
years (including fractions of a year) in
the service period (not to exceed 4
years).

(2) For hourly rate employees who do
not have a scheduled annual rate of
basic pay, compute the annual rate re-
quired for paragraph (b)(1) of this sec-
tion by multiplying the applicable
hourly rate in effect at the beginning
of the service period by 2,087 hours.

(3) For the purpose of determining
the number of years in a service period
under paragraph (b)(1) of this section,
divide the total number of calendar
days in the service period by 365 and
round the result to two decimal places.
For example, a service period covering
39 biweekly pay periods equals 546
days, and 546 days divided by 365 days
equals 1.50 years.

(©)(1) An authorized agency official
may request that OPM waive the limi-
tation in paragraph (b)(1) of this sec-
tion for an employee based on a critical
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agency need. The authorized agency of-
ficial must determine that the com-
petencies required for the position are
critical to the successful accomplish-
ment of an important agency mission,
project, or initiative (e.g., programs or
projects related to a national emer-
gency or implementing a new law or
critical management initiative). Under
such a waiver, the total amount of re-
cruitment incentive payments paid to
an employee in a service period may
not exceed 50 percent of the annual
rate of basic pay of the employee at the
beginning of the service period multi-
plied by the number of years (including
fractions of a year) in the service pe-
riod. However, in no event may a waiv-
er provide total recruitment incentive
payments exceeding 100 percent of the
employee’s annual rate of basic pay at
the beginning of the service period.

(2) Waiver requests must include—

(i) A description of the critical agen-
cy need the proposed recruitment in-
centive would address;

(ii) The documentation required by
§575.108;

(iii) The proposed recruitment incen-
tive payment amount and a justifica-
tion for that amount;

(iv) The timing and method of mak-
ing the recruitment incentive pay-
ments;

(v) The service period required; and

(vi) Any other information pertinent
to the case at hand.

(d) An agency may pay a recruitment
incentive to an employee who has not
yet entered on duty once the employee
has signed a service agreement estab-
lished under §575.110.

(e) A recruitment incentive is not
part of an employee’s rate of basic pay
for any purpose.

(f) Payment of a recruitment incen-
tive is subject to the aggregate limita-
tion on pay under 5 CFR part 530, sub-
part B.

§575.110 Service agreement require-
ments.

(a) Before paying a recruitment in-
centive, an agency must require the
employee to sign a written service
agreement to complete a specified pe-
riod of employment with the agency
(or successor agency in the event of a
transfer of function). An authorized
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agency official must establish the cri-
teria for determining the length of a
service period. The service period may
not be less than 6 months and may not
exceed 4 years.

(b)(1) The service agreement must in-
clude the commencement and termi-
nation dates of the required service pe-
riod. Except as provided in paragraphs
(b)(2) and (b)(3) of this section, the re-
quired service period must begin upon
the commencement of service with the
agency. The service period must termi-
nate on the last day of a pay period.

(2) If service with the agency does
not begin on the first day of a pay pe-
riod, the agency must delay the service
period commencement date so that a
required service period begins on the
first day of the first pay period begin-
ning on or after the commencement of
service in the agency.

(3) An agency may delay a service
agreement commencement date until
after the employee completes an initial
period of formal training or required
probationary period when continued
employment in the position is contin-
gent on successful completion of the
formal training or probationary period.
The agency must make the determina-
tion to pay a recruitment incentive be-
fore the employee enters on duty in the
position. However, the service agree-
ment must specify that if an employee
does not successfully complete the
training or probationary period before
the service period commences, the
agency is not obligated to pay any por-
tion of the recruitment incentive to
the employee.

(c) The service agreement must
specify the total amount of the incen-
tive, the method of paying the incen-
tive, and the timing and amounts of
each incentive payment, as established
under §575.109.

(d) The service agreement must in-
clude the conditions under which the
agency must terminate the service
agreement (i.e., if an employee is de-
moted or separated for cause, receives
a rating of record of less than “Fully
Successful’ or equivalent, or otherwise
fails to fulfill the terms of the service
agreement) and the conditions under
which the employee must repay a re-
cruitment incentive under §575.111.
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(e) The service agreement must in-
clude the conditions under which the
agency may terminate the service
agreement before the employee com-
pletes the agreed-upon service period.
The service agreement must specify
the effect of a termination under
§575.111, including the conditions under
which the agency will pay an addi-
tional recruitment incentive payment
for partially completed service under
§575.111(e) and (f).

(f) The service agreement may in-
clude any other terms or conditions
that, if violated, will result in termi-
nation of the service agreement under
§575.111(b). For example, the service
agreement may specify the employee’s
work schedule, type of position, and
the duties he or she is expected to per-
form. In addition, the service agree-
ment may address the extent to which
periods of time on detail, in a nonpay
status, or in a paid leave status are
creditable towards the completion of
the service period.

§575.111 Termination of a
agreement.

(a) An authorized agency official may
unilaterally terminate a recruitment
incentive service agreement based sole-
ly on the management needs of the
agency. For example, an agency may
terminate a service agreement when
the employee’s position is affected by a
reduction in force, when there are in-
sufficient funds to continue the
planned incentive payments, or when
the agency assigns the employee to a
different position (if the different posi-
tion is not within the terms of the
service agreement).

(b) An authorized agency official
must terminate a recruitment incen-
tive service agreement if an employee
is demoted or separated for cause (i.e.,
for unacceptable performance or con-
duct), if the employee receives a rating
of record (or an official performance
appraisal or evaluation under a system
not covered by 5 U.S.C. chapter 43 or 5
CFR part 430) of less than ““Fully Suc-
cessful” or equivalent, or if the em-
ployee otherwise fails to fulfill the
terms of the service agreement.

() The termination of a service
agreement is not grievable or appeal-
able.
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